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•

SUBJECT: INITIATIVE #969

Pursuant to Elections Code section 336, we transmit herewith a copy of the Title and
Summary prepared by the Attorney General or, a proposed initiative measure entitled :
PERSONAL INCOME TAX.
TREATMENT OF STOCK PURCHASED THROUGH
INCENTIVE STOCK OPTIONS.
INITIATIVE STATUTE.

The proponent of the above-named measure is:
Christo~her L. Samuelson
t
45228 Street
San Francisco, CA 94131

" Ensuring the integrity of California's election process"

#969
PERSONAL INCOME TAX. TREATMENT OF STOCK PURCHASED THROUGH
INCENTIVE STOCK OPTIONS.
INITIATIVE STATUTE.

CIRCULATING AND FILING SCHEDULE

1.

Minimum number of signatures rdqt.,ji"eJ: ................................................... 419,260
California Constitution, Article II, Section 8(b)

2.

Official Summary Date: ................................................................ Tuesday, 08/27/02
Elections Code section (EC§) 336

3.

Petitions Sections:
a. First day Proponent can circulate Sections for
signatures (EC §336) ............................................................. Tuesday, 08/27/02
b. Last day Proponent can circulate and file
with the county. All sections are to be filed at the
same time within each county (EC §336, 9030(a)) ................... Friday, 01/24/03
c. Last day for county to determine total number of
signatures affixed to petitionr ar·~~ to transmit total
to the Secretary of State (EC §9030(b;) .......................... Wednesday, 02/05/03
(If the Proponent files the petition with the county on a date prior to 01/24/03,
the county has eight working days from the filing of the petition to determine the
total number of signatures affixed to the petition and to transmit the total to the
Secretary of State) (EC §9030(b)).
d. Secretary of State determines whether the total number
of signatures filed with all county clerks/registrars of
voters meets the minimum number of required signatures,
and notifies the counties .......................................................... Friday, 02/14/03*
e. Last day for county to determine total number of qualified
voters who signed the petition, and to transmit certificate
with a blank copy of the petition to the Secretary of State
(EC §9030(d)(e)) .............................................................. Tuesday, 04/01/03
*Date varies based on the date of county receipt of verification.

INITIATIVE #969
Circulating and Filing Schedule continued:

(If the Secretary of State notifies the county to determine the number of
qualified voters who signed tilE: ~etit1.:n en a date other than 02/14/03, the last
day is no later than the thirtieth day ~:~ar the county's receipt of notification).
(EC §9030(d)(e».
f.

If the signature count is more than 461,186 or less than
398,297 then the Secretary of State certifies the petition as
qualified or failed, and notifies the counties. If the signature
count is between 398,297 and 461,186 inclusive, then the
Secretary of State notifies the counties using the random
sampling technique to determine the validity of all
signatures (EC §9030(f)(g); 9031 (a» ....................................... Friday, 04/11/03*

g. Last day for county to determine actual number of all qualified
voters who signed the petition, and to transmit certificate
with a blank copy of the petition to the Secretary of State.
(EC §9031(b)(c» ....................................................................... Friday, 05/23/03
(If the Secretary of State notifies t!~8 C8unty to determine the number of
qualified voters who have signed the petition on a date other than 04/11/03, the
last day is no later than the thirtieth working day after the county's receipt of
notification) (EC §9031 (b)(c».
h. Secretary of State certifies whether the petition has been
signed by the number of qualified voters required to declare
the petition sufficient (EC §9031(d); 9033) ............................ Tuesday, 05/27/03*

*

Date varies based on receipt of county certification.

IMPORTANT POINTS

•

California law prohibits the use of sig.'IOlu.-es, names and addresses gathered
on initiative petitions for any purpose other than to qualify the initiative measure
for the ballot This means that the petitions cannot be used to create or add to
mailing lists or similar lists for any purpose, including fund raising or requests for
support Any such misuses constitutes a crime under California law. Elections
Code section 18650; Bilofsky v. Oeukmejian (1981) 124 Cal. App. 3d 825, 177
Cal. Rptr. 621; 63 Ops. Cal. Atty, Gen. 37 (1980).

•

Please refer to Elections Code sections 100,101,104,9001, 9008, 9009,9021,
and 9022 for appropriate format and type consideration in printing, typing and
otherwise preparing your initiative petition for circulation and signatures.
Please send a copy of the petition after you have it printed. This copy is not for
our review or approval, but to supplement our file.

•

Your attention is directed to the campaign disclosure requirements of the
Political Reform Act of 197'~, Cvve.-::ment Code section 81000 et seq.

•

When writing or calling state or county elections officials, provide the official
title of the initiative which was prepared by the Attorney General. Use of this
title will assist elections officials in referencing the proper file.

•

When a petition is presented to the county elections official for filing by
someone other than the proponent, the required authorization shall include the
name or names of the persons filing the petition.

•

When filing the petition with the county elections official, please provide a blank
petition for elections official use.

Enclosures

State of California
DEPARTMENT OF JUSTICE

BILL LOCKYER
General

1300 I STREET. SUITE 125
PO. BOX
SACRAMENTO, CA /~4.~"-.CJ
Public (9J 6) 445-9555

Facsimile: (916) 324-8835
(916) 324-5490

August 27, 2002
fiLED
In the office of the Secretary of Slate
of the Stale of Califomi"

Bill Jones
Secretary of State
1500 - 11 th Street, 5th Floor
Sacramento, California 95814
RE:
SUBJECT:

FILENO:

AUG 2 7 2002

8y...J.::I~~~~~?J!¥I.~~
Initiative Title and Summary
PERSONAL INCOME TAX. TREATMENT OF
STOCK PURCHASED THROUGH INCENTIVE
STOCK OPTIONS. INITIATIVE STATUTE.
SA2002RF0017

Dear Mr. Jones:
Pursuant to the provisions of sections 9004 and 336 of the Elections Code, you are
hereby notified that on this day we mailed our title and summary to the proponent of the aboveidentified proposed initiative.
Enclosed is a copy of our transmittal letter to the proponent, a copy of our title and
summary, a declaration of service thereof, and a copy of the proposed measure.
According to information available in our records, the name and address of the proponent
is as stated on the declaration of service.
Sincerely,

Initiative Coordinator
For

TK
Enclosures

BILL LOCKYER
Attorney General

Date:
August 27,2002
File No.: SA2002RF0017

The Attorney General of California has prepared the following title and summary of the chief
purpose and points of the proposed measure:
PERSONAL INCOME TAX. TREATMENT OF STOCK PURCHASED THROUGH
INCENTIVE STOCK OPTIONS. INITIATIVE STATUTE. Amends state personal income tax
law relating to sale of stock purchased through incentive stock option programs. Exempts
unrealized gains from exercise of incentive stock options from alternative minimum tax
provisions; subjects gains realized upon sale of stock purchased through incentive stock options
to regular tax provisions. Removes limitations on minimum tax credit allowed taxpayers who
paid alternative minimum tax when they exercised incentive stock options; provides full refund
for minimum tax credit in year stock purchased through incentive stock options is sold.
Summary of estimate by Legislative Analyst and Director of Finance of fiscal impact on state
and local governments: This measure would have the major fiscal effect of first-year state
revenue reduction in the low hundreds of millions of dollars, with annual revenue losses
declining somewhat in subsequent years.

Christopher L. Samuelson
ReformAMT.org Point of Contact, California Initiative

July 8,2002

INITlATIVE COORDINATOR
ATTORNEY GENERAl..'S OFRCE
Office of the Attorney General
Attn: Initiative Coordinator
1300 I. Street
Sacramento, CA 95814

RE: Request for Title and Summary
Dear Initiative Coordinator:
Attached please find:
1)

2)

A draft of proposed initiative measure to eliminate ahernative minimum tax as it applies to the
exercise of incentive stock option and provide milimited application of the credit for prior year
alternative minimum tax to the extent that credit was created by exercise of incentive stock
options.
The registration fee of $200.

We request that a title and summary of the chief purpose and points of the initiative measure be prep~ by
your office.

{j~/wz d .Jwr/.~~.v
Christopher L. Samuelson
ReformAMT.org Point of Contact, California Initiative
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INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TO
THE VOTERS

7ype

The Attorney General of California has prepared
the following title and summary of the chief purpose and
points of the proposed measure:
(Here set forth the title and summary prepared
by the Attorney General. This title and summary must also
be printed across the top of each page of the petition
whereon signatures are to appear.)

YP9: Roman

TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA

oldfaC9 not
ma,IIer than
2-point

We, the undersigned, registered, qualified
voters of California, residents of

County (or

City and County), hereby propose amendments to the Revenue
and Taxation Code, relating to taxation, and petition the
Secretary of State to submit the same to the voters of
California for their adoption or rejection at the next
succeeding general election or at any special statewide
election held prior to that general election or otherwise
provided by law.

The proposed statutory amendments (full

title and'text of the measure) read as follows:
SECTION 1.

Section 17062 of the Revenue and

Taxation Code is amended to read:
17062.

(a) In addition to the other taxes

imposed by this part, there is hereby imposed for each
taxable year, a tax equal to the excess, if any, of-(1) The tentative minimum tax for the taxable
year, over
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(2) The regular tax for the taxable year.
(b) For purposes of this chapter, each of the
following shaii appiy applies:
(1) The tentative minimum tax shall be computed
in accordance with Sections 55 to 59, inclusive, of the
Internal Revenue Code, except as otherwise provided in
this part.
(2) The regular tax shall be the amount of tax
imposed by Section 17041 or 17048, before reduction for
any credits against the tax, less any amount imposed under
paragraph (1) of subdivision (d) and paragraph (1) of
subdivision (e) of Section 17560.
(3) (A) The provisions of Section 55(b)(1) of
the Internal Revenue Code shall be modified to provide
that the tentative minimum tax for the taxable year shall
be equal to the following percent of so much of the
alternative minimum taxable income for the taxable year as
exceeds the exemption amount, before reduction for any
credits against the tax:

(i) For any taxable year beginning on or after
January 1, 1991, and before January 1, 1996, 8.5 percent.

(ii) For any taxable year beginning on or after
January 1, 1996, 7 percent.
(B) In the case of a nonresident or part-year
resident, the tentative minimum tax shall be computed by
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multiplying the alternative minimum taxable income of the
nonresident or part-year resident, as defined in
subparagraph (C), by a rate (expressed as a percentage)
equal to the tax computed under subdivision (b) on the
alternative minimum taxable income of the nonresident or
part-year resident as if the nonresident or part-year
resident were a resident of this state for the taxable
year and as if the nonresident or part-year resident were
a resident of this state for all prior taxable years for
any carryover items, deferred income, suspended losses, or
suspended deductions, divided by the amount of that
income.
(C) For purposes of this section,

~he

~erm

"alternative minimum taxable income of a nonresident or
part-year resident" includes each of the following:
(i) For any period during which the taxpayer
was a resident of this state (as defined by Section
17014), all items of alternative minimum taxable income
(as modified for purposes of this chapter), regardless of
source.
(ii) For any period during which the taxpayer
was not a resident of this state, alternative minimum
taxable income (as modified for purposes of this chapter)
whieh were that was derived from sources within this
state, determined in accordance with Article 9 of Chapter
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3 (commencing with Section 17301) and Chapter 11
(commencing with Section 17951).
(iii) For purposes of computing "alternative

minimum taxable income of a nonresident or part-year
resident," any carryover items, deferred income, suspended
losses, or suspended deductions

5na~~ on~y

be are

allowable only to the extent that the carryover item,
suspended loss, or suspended deduction was derived from
sources within this state.
(4) The provisions of Section 55(b)(2) of the

Internal Revenue Code, relating to alternative minimum
taxable income, shall be modified to provide that
alternative minimum taxable income shall not include the
income, adjustments, and items of tax preference
attributable to any trade or business of a qualified
taxpayer.
(A)

For purposes of this paragraph, "qualified

taxpayer" means a taxpayer who meets both of the
following:
(i) Is the owner of, or has an ownership
interest in, a trade or business.
(ii) Has aggregate gross receipts, less returns
and allowances, of less than one million dollars
($1,000,000) during the taxable year from all trades or
businesses of which the taxpayer is the owner or has an
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ownership interest, in the amount of that taxpayer's
proportionate interest in each trade or business.
(B) For purposes of this paragraph, "aggregate
gross receipts, less returns and allowances" means the sum
of the gross receipts of the trades or businesses that the
taxpayer owns and the proportionate interest of the gross
receipts of the trades or businesses that the taxpayer
owns and of passthrough entities in which the taxpayer
holds an interest.

(e) For purposes of this paragraph, "gross
receipts, less returns and allowances" means the sum of
the gross receipts from the production of business income,
as defined in subdivision (a) of Section 25120, and the
gross receipts from the production of nonbusiness income,
as defined in subdivision (d) of Section 25120.
(D) For purposes of this paragraph,
"proportionate interest" means:

(i) In the case of a passthrough entity that
reports a profit for the taxable year, the taxpayer's
profit interest in the entity at the end of the taxpayer's
taxable year.

(ii) In the case of a passthrough entity that
reports a loss for the taxable year, the taxpayer's loss
interest in the entity at the end of the taxpayer's
taxable year.
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(iii) In the case of a passthrough entity that

is sold or liquidates during the taxable year, the
taxpayer's capital account interest in the entity at the
time of the sale or liquidation.
(E) (i) For purposes of this paragraph,
"proportionate interest" includes an interest in a
passthrough entity.
(ii) For purposes of this paragraph,

"passthrough entity" means any of the following:
(I) A partnership, as defined by Section 17008.
(II) An S corporation, as provided in Chapter
4.5 (commencing with section 23800) of Part 11.
(III) A regulated investment company, as
provided in Section 24871.
(IV) A real estate investment trust, as
provided in Section 24872.
(V) A real estate mortgage investment conduit,
as provided in Section 24874.
(5) For taxable years beginning on or after
January 1, 1998, Section 55(d)(1) of the Internal Revenue
Code, relating to exemption amount for taxpayers other
than corporations is modified, for purposes of this part,
to provide the following exemption amounts in lieu of
those contained therein:
(A) Fifty-seven thousand two hundred sixty
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dollars ($57,260) in the case of either of the following:
(i) A joint return.
(ii) A surviving spouse.

(B) Forty-two thousand nine hundred forty-five
dollars ($42,945) in the case of an individual who is both
of the following:
(i) Not a married individual.
(ii) Not a surviving spouse.

(e) Twenty-eight thousand six hundred thirty
dollars ($28,630) in the case of either of the following:
(i) A married individual who files a separate

return.
(ii) An estate or trust.

(6) For taxable years beginning on or after
January 1, 1998, Section 55(d)(3) of the Internal Revenue
Code, relating to the phaseout of exemption amount for
taxpayers other than corporations is modified, for
purposes of this part, to provide the following phaseout
of exemption amounts in lieu of those contained therein:
(A) Two hundred fourteen thousand seven hundred
twenty-five dollars ($214,725) in the case of a taxpayer
described in subparagraph (A) of paragraph (5).
(B) One hundred sixty-one thousand forty-four
dollars ($161,044) in the case of a taxpayer described in
subparagraph (B) of paragraph (5).
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(C) One hundred seven thousand three hundred
sixty-two dollars ($107,362) in the case of a taxpayer
described in subparagraph (C) of paragraph (5).
(7) For each taxable year beginning on or after
January 1, 1999, the Franchise Tax Board shall recompute
the exemption amounts prescribed in paragraph (5) and the
phaseout of exemption amounts prescribed in paragraph (6).
Those computations shall be made as follows:
(A) The California Department of Industrial
Relations shall transmit annually to the Franchise Tax
Board the percentage change in the California Consumer
Price Index for all items from June of the prior calendar
year to June of the current calendar year, no later than
August 1 of the current calendar year.
(B) The Franchise Tax Board shall do both of
the following:
(i) Compute an inflation adjustment factor by
adding 100 percent to the percentage change figure that is
furnished pursuant to subparagraph CA) and dividing the
result by 100.
(ii) Multiply the preceding taxable year
exemption amounts and the phaseout of exemption amounts by
the inflation adjustment factor determined in clause (i)
and round off the resulting products to the nearest one
dollar ($1).
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(c) (1) (A)

Section 56(a)(6) of the Internal

Revenue Code as in effect on January 1, 1997, relating to
installment sales of certain property, shall does not
apply to payments received in taxable years beginning on
or after January 1, 1997, with respect to dispositions
occurring in taxable years beginning after December 31,
1987.
(B) This paragraph shall does not apply to
taxable years beginning on or after January 1, 1998.
(2) Section 56(b)(1)(E} of the Internal Revenue
Code, relating to standard deduction and deduction for
personal exemptions not allowed, is modified, for purposes
of this part, to deny the standard deduction allowed by
Section 17073.5.
(3) Section 56(b)(3) of the Internal Revenue
Code, relating to treatment of incentive stock options,
shall be mod±£±ed eo add±e±onally prov±de ehe
tAt Seee±on
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does not apply.

(d) The provisions of Section 57(a)(5) of the
Internal Revenue Code, relating to tax-exempt interest
shall not apply.
(e) Section 57(a) of the Internal Revenue Code,
relating to items of tax preference, is modified to
include as an item of tax preference an amount equal to
one-half of the amount excluded from gross income for the
taxable year under Section 18152.5.
(f) The provisions of Section 59(a) of the
Internal Revenue Code, relating to the alternative minimum
tax foreign tax credit,
SEC. 2.

~h8±±

do not apply.

Section 17063 of the Revenue and

Taxation Code is amended to read:
17063.

(a) There shall be allowed as a credit

against the net tax (as defined by Section 17039) for any
taxable year an amount equal to the minimum tax credit for
that taxable year.
(b)

1!l

For purposes of subdivision (a), the

minimum tax credit shall be determined in accordance with
Section 53 of the Internal Revenue Code, except as
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otherwise provided in this part.
~

The limitation established

~

Section 53(c)

of the Internal Revenue Code does not apply to the amount
of the minimum tax credit allowable to the taxpayer in any
taxable year with respect to alternative minimum tax (as
defined in Section 17062) paid

~

the taxpayer in prior

taxable years as a result of the taxpayer's exercise of an
incentive stock option, as defined in Section 422 of the
Internal Revenue Code.
(c) For purposes of this chapter, the amount
determined under Section 53(c)(1) of the Internal Revenue
Code shall be the regular tax as defined by paragraph (2)
of subdivision (b) of Section 17062, reduced by the sum of
the credits allowable under this part, other than:
(1) The credits described in paragraph (7) of
subdivision (a) of Section 17039.
(2) Any credit that reduces the tax below the
tentative minimum tax, as defined by Section 17062.
(d) Section 53(d)(1)(B)(ii)(II) of the Internal
Revenue Code, relating to credit not allowed for exclusion
preferences, is modified to include subdivision (e) of
Section 17062, as a specified item.
- 0 -

